


















FOREIGN POLICY 
BULLETIN 


An interpretation of current international events by the members of the 
Research Staff 
Subscription, One Dollar a Year 
FOREIGN POLICY ASSOCIATION, Incorporated 
18 East 41st Street, New York, N. Y. 


Vou. XIII, No. 24 





APRIL 18, 1934 


THE FOREIGN POLICY OF THE THIRD REICH 
by Mildred S. Wertheimer 


Peace policy of Nazi Germany; Polish-German non-aggression pact. 
The “Nazification" policy; Free City of Danzig; the Saar Basin. Struggle 





for Austria; Italy and the domestic crisis; Fascist-Socialist civil war. 
Disarmament Deadlock; Franco-German exchanges. Is Germany re-arming? 


March 28 issue Foreign Policy Reports 
25c a copy 


Subscription: $3 to members; $5 to non-members 





Entered as second- 

cass matter December 

= 2, 1921, at the Post 

"S Office at New York, 

| N. Y., under the act 
as of March 8, 1879. 











Periodical Division, 
Library of Congress, 


Washington, D. C. 











CONGRESS PASSES THE JOHNSON BILL 





MIDST the greatest confusion regarding its 

practical implications, the Johnson bill 
passed the House on April 4, and now awaits the 
President’s signature. | Under the terms of the 
bill it is unlawful for any person or organization 
in the United States, except government agencies, 
to buy or sell the obligations of any nation which 
is in default, wholly or in part, to the American 
government. 

By the majority of its supporters the bill has 
apparently been interpreted as a gesture to force 
the speedy payment of the $662,000,000 owed to 
this country as principal and interest on the war 
debts. From the point of view of an economist, 
however, the bill would appear, if strictly en- 
forced, to reduce materially the possibility of the 
United States’ collecting more than a small frac- 
tion of these obligations. Apart from the danger 
of provoking bitterness and resentment abroad, 
the explanation of this seeming paradox lies in 
the fact that the bill definitely limits the one re- 
maining avenue by which repayment is possible. 
As has frequently been pointed out, the United 
States as a creditor can receive payment in only 
one of four ways: in goods, services, gold or 
securities.* Since this country has already ac- 
cumulated nearly two-fifths of the world’s gold 
supply and has shown little disposition to increase 
the relative amount of its imports of goods and 
services, repayments on the debts would have to 
be balanced, as they were prior to 1930, by-pri- 
vate American investments. 


Considerable uncertainty exists, moreover, as 
to exactly what countries will be affected by the 
provisions of the bill. Oddly enough, Japan is 
the only important nation whose legal right to 
market securities in the United States is indis- 
putable. That the bill applies to France and the 

*For more detailed treatment of the transfer problem, cf. M. 8 


Stewart, “The Inter-Allied Debt: An Analysis,"" Foreign Policy Re- 
ports, September 28, 1932, p. 181 


six other countries which have made no payment 
on their funded obligations during the past year 
is, of course, to be assumed. Anticipating its 
final passage, the Treasury Department took ac- 
tion on March 23 to prevent New York banks 
from participating in a loan of 100,000,000 
guilders to the French government, which had 
been arranged by a Dutch syndicate. The posi- 
tion of Great Britain, Italy and other nations 
making token payments on their obligations is 
not as yet clear. Although the President definite- 
ly stated in accepting these token payments that 
the remitting nations were not in default, some 
officials believe that the adoption of the Johnson 
bill will necessitate a retraction of that statement. 
Reports from England indicate that application 
of the bill to that country would probably lead 
to complete default. The British press points 
out that the United States has done nothing to 
remove the tariff barriers which prevent receipt 
of payments in this country, and has aggravated 
the maladjustments resulting from its previous 
trade policy by artificially undervaluing the dol- 
lar. Even though Great Britain has no reason 
to seek loans in the United States at the present 
time, it keenly resents being included among the 
defaulting nations, especially since it has paid a 
total of 35 million pounds ($180,000,000 at pre- 
vailing rates of exchange) since the Hoover 
moratorium, 

Much speculation has also been aroused re- 
garding the possibility of including the Soviet 
Union in the ban against foreign credits. Al- 
though as a government agency the Export-Im- 
port Bank does not fall within the scope of the 
bill, the board of the bank adopted a resolution 
on March 16 declaring that no credit transactions 
shall be undertaken until a settlement has been 
reached with respect to the Czarist and Kerensky 
debts. Like Great Britain, the Soviet Union re- 
sents being classified among the defaulters, in- 




















































sisting that it has counter-claims against the 
American government for damages resulting 
from the Murmansk expedition. Moreover, since 
Soviet purchases in this country depend on suit- 
able credit facilities, Soviet spokesmen declare 
that the literal enforcement of the Johnson bill 
would eliminate the possibility of substantial 
Soviet-American trade for some time to come. 
While claiming to have a preference for Ameri- 
can products, they assert that the Soviet govern- 
ment cannot permit the United States to exert 
undue pressure for the settlement of debts which 
it does not recognize. MAXWELL S. STEWART 


Split Threatens Cuban Coalition 
With the suicide on April 4 of Secretary of 


Justice Roberto Méndez Pefate, the Mendieta 
government lost an outstanding figure. As presi- 


dent of the Nationalist Union, Colonel Méndez 
Penate had headed the President’s own party, 
which is often considered the most influential 
group in the present coalition. His suicide was 
ascribed to growing despair over Cuba’s ills, and 
particularly to the appointment of a reactionary 
and former Machado office-holder—Carlos Man- 
uel de la Cruz—as president of the advisory 
Council of State. Members of the government, 
however, denied this interpretation and attrib- 
uted the act to ill-health. 

The tragedy came at a time when the Mendieta 
coalition, despite support from Colonel Batista 
and the army, was rapidly losing ground, both 
because of internal divisions and the growing 
strength of the opposition. Within the govern- 
ment, patronage has proved a serious bone of 
contention. More fundamental is the conflict of 
policy between the representatives of the old par- 
ties—particularly Mendieta’s Nationalists and 
Menocal’s Conservatives—who desire a return to 
“normalcy,” and the ABC, which is committed 
to a program of social and economic reconstruc- 
tion. The failure of the government to carry 
through the “revolution” desired by the middle 
class and the masses has alienated the ABC rank 
and file. In consequence, the ABC leaders are 
reported disposed to demand a cabinet shake-up 
which would make possible the initiation of ag- 
gressive reform; or, failing this, to withdraw 
from the government. 


Meanwhile the opposition on the left is gather- 
ing strength. Bombing has been resumed. The 
supporters of former President Grau, known as 
auténticos, command a wide following among the 
rural masses and the Negroes. Labor, although 
beaten in the strike movement of early March, is 
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still restless. The sugar-grinding season has 
brought temporary economic relief and further 
aid is promised by a credit of $4,025,000 ad- 
vanced by the Second Export-Import Bank of 
the United States for the purchase of sufficient 
silver to coin 10,000,000 pesos. This money will 
be used to purchase agricultural land for popu- 
lar distribution, relieve unemployment by a pub- 
lic works program, and pay off back salaries. 
But unless supplemented by more _ effective 
measures of cooperation from Washington—an 
adequate sugar quota and an increased preferen- 
tial—Cuba may soon face a new labor crisis. 

Significant in this connection was the Wash- 
ington address of Assistant Secretary of State 
Sumner Welles on March 29, in which he reiter- 
ated the hope of the Roosevelt administration to 
carry through its program of economic aid to 
Cuba. Particularly noteworthy were his declara- 
tions concerning present negotiations on the Platt 
Amendment. 

“It is my sincere hope that these negotiations will re- 
sult in the elimination once for all of the right which 
we possess in the existing Treaty to intervene in Cuba 
aes No greater impediment to the free exercise by 
the Cuban people of their inherent right to sovereignty 
could have well been devised .... [It] amounted to 
telling the Cubans how their Government should be run 
and who should run it.” 

Although the administration must await Con- 
rressional sanction for its economic program, the 
executive branch is free to take the initial steps 
for revision of the Platt Amendment. The Welles 
declarations apparently indicate that such revi- 
sion will be forthcoming promptly. 

CHARLES A. THOMSON 
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